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economic  indicators  have  improved,  housing  is  improving  at  a  lethargic  rate.  Housing  starts  increased 
approximately 6% in 2010 and 3.75% in 2011 but this comes after a roughly 60% decrease from peak to trough. 

















sensitive  to changes  in  interest  rates and  reliant on access  to cheap capital  for  financing. Currently  interest 








































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































1.1 History: The SunTrust Banks of Central Florida Foundation contributed all of the 
Crummer/SunTrust Portfolio’s (Portfolio) initial assets, totaling $500,000 beginning with $100,000 per year in 1999, and 
no additional contributions are expected. The Portfolio is part of the Rollins College endowment and is exempt from federal 
income taxes. 
 
1.2 Purpose: The Portfolio was established to fund periodic scholarships for students at the Crummer 
Graduate School of Business and to provide Crummer students with practical experience in portfolio management. The 
Portfolio expects to exist in perpetuity and the only required distribution is the funding of scholarships. 
 
1.3 SunTrust Scholars: SunTrust Scholarships are funded by an annual amount established by the 
Crummer School that generally follows the endowment distribution policy of Rollins College—4½ percent of the three-




2.1 Students: The students in Crummer’s portfolio management class (class) act as security analysts and portfolio 
managers, making recommendations on portfolio strategy and individual asset selection, subject to the guidelines and 
limitation set forth in this Investment Policy Statement. This statement assumes the class is only offered in the spring term 
(January to April). 
 
2.2 Oversight: An Oversight Committee (Committee), consisting of industry practitioners, a member of the Rollins 
College Board of Trustees, if the Board so chooses, a member selected by the Vice President of Finance at Rollins College 
and a Crummer faculty member, provides guidance for the Portfolio. The overall philosophy of the Committee is one of 
oversight and not direct portfolio management. When the class is not in session, however, changes in the portfolio can be 
made by the Committee but only in light of events with the potential to significantly affect the portfolio’s value. 
 
2.3 Prohibited Transactions: No transactions for the portfolio can be undertaken that are contrary to the 
SunTrust gift agreement, if any, or to applicable Rollins College Trustee policies. 
 
Long-term and Short-term Investment Approaches 
 
3.1 Long-term Strategy: The Portfolio operates in both long-term and short-term environments. As a perpetual 
portfolio, its long-term investment strategy is designed for a conservative investor who seeks a real total rate of return that 
will maintain the purchasing power of the Portfolio after distributions and net of expenses. A long-term portfolio will 
inevitably encounter many market cycles so the asset allocation is expected to be relatively constant. Table A contains the 
current long-term real growth and inflation expectations. These expectations are subject to an annual review by the class. 
 
3.2 Short-term Tactics: On an annual basis, the Portfolio will adopt a tactical (short-term) sector tilt relative to the 
sector market weights of the S&P 500 Index. This investment tactic is designed to take advantage of short-term (one year or 
less) market movements by establishing the managers’ economic outlook and then underweighting sectors that are expected 
to do poorly and overweighting sectors that are expected to do well. The S&P 500 sectors are shown in Table B. Tactical 
sector targets may deviate as much as +/- 20% from each sector’s S&P 500 market weight. 
 
3.3 Objective: These short-term and long-term approaches are consistent with the intent to maintain the 
Portfolio’s value in down market environments and increase its value in up market environments while funding 








Long-Term Perspective and Asset Allocation 
 
4.1 Risk in the Portfolio is managed by allocating among asset classes and investment styles within asset classes as 
a long-term strategic policy. The Portfolio’s asset classes, strategic targets, and designated benchmarks are discussed in 
Section 10.2 and listed in Table C. Monitoring asset allocation, combined with a sector focus, is designed to keep the 
Portfolio consistent with both its short and long-term goals. 
 
Rate of Return 
 
5.1 Target: The Portfolio’s target rate of return incorporates the investment goals and spending policy. 
The target rate of return, investment goals, and expected volatility are interrelated and must be viewed as such. The long-
term target rate of return goal that accommodates the Portfolio’s expenses and distributions is attached as Table A. 
 
5.2 Horizon: The investment horizon of the Portfolio is perpetual and preservation of the real value of principal is 
necessary with such a long-term perspective. 
 
5.3 Investment Decisions:  Long-term objectives guide asset allocation decisions. Short-term opportunities guide 
sector weight decisions. 
 
5.4 Growth: The primary source of Portfolio growth is expected to be judicious and timely security selection. 
While the Portfolio might fund additional scholarships with a more aggressive asset allocation (e.g., all equity)—prudence, 
and the perpetual life of the Portfolio, suggest a less risky approach that will allow the value of the Portfolio to rise with the 




6.1 The class recommends one portfolio composition per year to the Committee. The Committee has the authority 
to make changes in these recommendations. 
 
6.2 Trades in the Portfolio are made in only one batch each year, typically in mid-April, following the class 




7.1 Scholarship Funding:  Because the date of the scholarship draw varies around the end of the College’s fiscal 
year (May 31), as of May 1 the Portfolio will hold a cash reserve large enough to cover the annual scholarship funding 
rather than requiring security liquidation. 
 
7.2 Transactions Costs and Fees: Trading costs and fees will be funded in cash and incorporated into the annual 




8.1 The target rate of return will ultimately dictate the level of risk in the Portfolio. If the expected volatility of the 
Portfolio is deemed inappropriate, the class will recommend a change in the target rate of return to the Committee. 
 
Income, Appreciation and Taxes 
 
9.1 The Portfolio pays no taxes on investment income and, therefore, the investments are not tax sensitive. 
Portfolio distributions are not limited to realize income and, therefore, the Portfolio need not generate income to fund its 
spending policy. The cash requirements can be met by liquidating securities before May 1 (see Section 7) and will usually 







Sector & Asset Allocation 
 
10.1 Short-term Sector Allocation: To achieve its short-term tactical investment objective the Crummer/SunTrust 
Portfolio's assets shall be managed by under- and overweighting S&P’s ten market sectors. These sectors are listed in Table 
B. The tactical target deviations are +/- 20% of their S&P 500 market weights. Cash is a separate asset class and governed 
by the asset allocation policy. 
 
10.2 Long-term Asset Allocation: Asset classes are outlined in Table C. Each asset class will have a minimum of 
5% of the portfolio value. In the short-term, security selections are driven by sector weights and, although stable asset class 
allocations are essential for risk control, they are flexible enough to allow tactical sector allocations in the short run. 
 
10.2.1 Equity Styles: Asset allocation recognizes equity investment styles to help manage the risk of the 
portfolio. Investment styles within the equity asset class are defined as follows: 
 
10.2.1.1 Value–companies believed to be undervalued with potential for capital appreciation. 
 
10.2.1.2 Growth–companies that are expected to have above average long-term growth in 
earnings and profitability. 
 
 10.2.1.3 Small Cap–companies with total market capitalization less than one billion dollars. 
 
10.2.1.4 Mid Cap–companies with total market capitalization between one and five billion 
dollars. 
 
 10.2.1.5 Large Cap–companies with total market capitalization greater than five billion dollars. 
 
10.2.1.6 International–equity investments in companies domiciled outside the U.S. are limited to 
American Depository Receipts (ADRs) listed on major U.S. exchanges or to mutual funds or 
exchange traded funds. 
 
10.2.2 Each of the three size styles is combined with value and growth to produce seven equity styles: 
large growth, large value, mid growth, mid value, small growth, small value, and international. 
 
10.2.3 While equity styles go in and out of favor over time, the portfolio’s strategic risk control relies on 
a stable asset allocation near the target. Chasing the best performing equity style is inconsistent with 
maintaining value in the long term. 
 
10.3 Bonds:Bonds function as both an asset class and a sector. 
 
10.3.3 Allocation Range: The portfolio relies on the bond asset class to moderate risk over the long term 
through diversification. Therefore, the bond allocation range is limited. 
 
10.3.4 Bonds as a Sector: Bonds are similar to a sector with an economic outlook that the managers 
should have the flexibility to incorporate into the portfolio. 
 
10.3.5 Risk Control: The bond allocation’s ability to temper the portfolio’s risk is dependent on 
reasonable controls over the risk of the bond portfolio. 
 
10.3.6 Effective Duration:  To establish risk control, the bond portfolio’s effective duration is bounded 
between 3.5 and 5.5 years. 
  
10.3.7 Flexibility and Risk Control:  By varying both the bond allocation and the effective duration, the 
managers have enough flexibility to take a view of the bond sector’s prospects without distorting the risk 






10.3.8 Strategic and Tactical Balance: The managers must balance short and long run objectives and, 
therefore, navigate between sector and asset allocations. There is no set formula and the best judgment of 
the class and the Committee must be used to accommodate both tactical sector weights and strategic asset 
class allocation. 
 
10.3.9 Diversification Limit: No individual asset in the portfolio may represent more than 5% of the total 
market value of the portfolio. This rule does not apply to mutual funds or exchange traded funds. 
 
10.3.10 Derivatives: The Crummer/SunTrust Portfolio may contain derivative securities. Typically, the 
Portfolio will only use derivatives as a hedge in association with the derivatives class. In this case, a 
separate written proposal must be approved by the instructors involved. The cash required by these 




11.1 Should the asset allocation range for a particular asset class or sector be breached by reason of gains, losses, 
or any other reason, the class will recommend whether to rebalance the assets to the target asset class allocation, taking into 
account the transaction cost. In addition, the Committee shall have the authority to review the actual allocations at any time 
to insure conformity with the adopted tactical and strategic allocations. See Section 2.2. The assets will not be 



















































Asset Class   Low     Mid     High    Benchmark 
Large Cap ‐ Growth    10%     20%     30%    Russell 1000 Growth 
Large Cap – Value    10%     20%     30%    Russell 1000 Value 
Mid Cap – Growth    5%     7.5%     10%    Russell MidCap Growth 
Mid Cap – Value    5%     7.5%     10%    Russell MidCap Value 
Small Cap ‐ Growth    5%     10%     15%    Russell 2000 Growth 
Small Cap – Value    5%     10%     15%    Russell 2000 Value 
International Equity    5%     10%     15%    MSCI – EAFE 
Fixed Income    12%     15%     18%    Vanguard Total Bond Market Bond 
Index  Fund            
Derivatives  10%  Max 
Cash  as needed 
Minimum weight for any asset class is 5% 
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Mean‐Variance	Efficiency	Analysis	
Mean‐variance efficiency analysis is part of modern portfolio theory.  Although not a widely used guide to 
constructing portfolios, this analysis can identify where the proposed portfolio might be improved.  To conduct 
this analysis we assembled historical data for the ten equity sectors and constructed the efficient frontier 
shown in the chart below.  Along with the efficient frontier of the highest return portfolios of the ten sectors 
with the lowest amount of risk (standard deviation), the chart plots the individual sectors and the proposed 
portfolio. 
 
Of most interest in this analysis are the two portfolios: proposed (in green) and efficient (in red on the efficient 
frontier).  The proposed portfolio offers an expected return of 10.9% with a standard deviation of 16.5%.  The 
efficient portfolio has the same risk but a higher expected return, 12.9%.  Unfortunately, this increase in return 
requires a sector allocation that places 56% in the energy sector, 25% in consumer staples, 15% in IT and 4% in 
health care (shown in the chart below). 
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This portfolio, while more efficient, is inconsistent with our short‐term economic expectations strategy and 
undesirable from a diversification perspective. 
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Technical	Analysis	Tools	
Although fundamental value‐based analysis was the primary method for stock recommendations, we also used 
some technical analysis tools to determine whether the timing of the trade is right. Within the portfolio 
management group, we hold the belief that fundamental analysis answers the question of, “What securities do 
we buy and sell?” while technical analysis provides the answer to, “When shall we buy or sell the securities 
identified?” The three tools that each analyst used after conducting fundamental research were Bollinger 
Bands, Money Flow Index and RSI.  
Bollinger Bands 
Bollinger Bands were created by John Bollinger in the 1980s to measure the peaks and troughs of the price 
relative to previous trades. The bands are as follows:  
 Middle band – a simple moving average (SMA) 
 Upper band – shows a standard deviation above the middle band 
 Lower band – shows a standard deviation below the middle band 
When the price is at the lower band, it is expected to revert upward toward the middle band. When the price 
is at the upper band, it is indicating a reversion downward to the middle band. However, the Bollinger Bands 
can also indicate price breaks to the upside and downside if the price goes outside of either band with strong 
volume.  
RSI 
The RSI, developed by J. Welles Wilder, is the Relative Strength Index. The RSI is a momentum oscillator that 
monitors both the speed and change of price movements. The indicator ranges from 0 to 100 and shows 
overbought (above 70) and oversold (below 30) conditions.  
Money Flow Index 
The Money Flow Index is an oscillator that uses both price and volume to determine if money is flowing in or 
out of a security. Money flow is positive when there is buying pressure and negative when there is selling 
pressure. This number is multiplied with the RSI and gives a range from 0 to 100. This indicator tells whether a 
stock is overbought (80 or above) or oversold (20 or below). 
Value at Risk 
Value at Risk (VaR) is a widely used risk measure of the risk of loss on a specific portfolio of financial 
assets. VAR calculates the maximum loss expected (or worst case scenario) on an investment, over a 
given time period and given a specified degree of confidence.  
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We used the VaR method to determine the maximum amount of the portfolio, with a 1% probability, 
that we could lose over a one‐year period, assuming markets are normal and there is no trading. 
Our findings: 
 VaR with current weights: 
    $ 766,611.04 
 VaR with proposed weights: 
    $ 762,798.00 
Therefore, although we are reallocating over $100,000 of the portfolio from a small cap ETF to a 
broader spectrum of stocks, we are still reducing the VaR of the portfolio.
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Sector Allocations 
9%
12%
3%
10%
9%
13%
14%
9%
4%
17%
10.91%
17.95%
2.99%
10.27%
16.10%
13.14%
11.26%
3.71%
3.20%
10.47%
Health Care
Technology
Telecommunications
Consumer Staple
Financial
Energy
Industrial
Materials
Utility
Consumer Discretionary
Sector Allocations
Current S&P 500 Weights Proposed
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Portfolio	Class	Allocations:	Current	and	Proposed	
The tables and charts included in this section show the proposed portfolio allocation compared to the portfolio 
designed last year. 
 
This year’s proposal continues the value tilt of the asset allocation, consistent with our optimistic view. 
 
Cash
4% Fixed Income
12%
Large Growth
21%
Large Value
31%
Mid Growth
10%
Mid Value
9%
Small Cap 
Value
5%
Small Growth
8%
Allocation 2011
international
6.0%
large growth
25.7%
large value
31.8%
mid-cap 
growth
5.4%
mid-
cap 
value
9.5%
small growth
8.4%
small value
13.2%
Proposed Allocation 2012
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While our intention was to design an aggressive portfolio, the sector allocations we inherited constrained us to 
some extent.  For example, the market weight in technology was 20.04% while our allocation is only 15.7%.  
These discrepancies are due primarily to the substantial under weighting in the portfolio.  Even so, this 
portfolio is well positioned to take advantage of the economic recovery. 
 
Consumer 
Staples
10.70% Energy
11.70%
Financial,
4.70%
Health Care
11.30%
Industrial
10.70%
Materials
3.50%
Telecommunicat
ions, 2.80%
Utilities
3.40%
Consumer 
Discretionary, 
10.90%
Technology
20.40%
Market Sector Weights
February 2012
